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§4280.20 [Reserved]

§4280.21 Eligible REDG Ultimate Re-
cipients and Projects.

The Intermediary may only make
loans from the Revolving Loan Fund to
entities located in a Rural area of a
State. Eligible entities are as follows:

(a) Non-profit entities, public bodies,
or Federally-recognized Indian tribes
Ultimate Recipients for:

(1) Community development or Com-
munity Facility Projects that:

(i) will create or save employment;
and

(ii) are open to and serve all Rural
residents, and are owned by the Ulti-
mate Recipient;

(2) Business Incubators;

(3) Facilities and equipment to pro-
vide education and training to resi-
dents of Rural Areas that will facili-
tate economic development;

(4) Facilities and equipment to pro-
vide medical care to residents of Rural
Areas. Equipment and facilities may be
funded to enable eligible entities to
provide medical training and related
professional health care skills to rural
health care providers;

(5) Projects that utilize Advanced
Telecommunications or computer net-
works to facilitate medical or edu-
cational services or job training; or

(6) Project feasibility studies and
Technical Assistance. A qualified Inde-
pendent Provider must perform feasi-
bility studies or Technical Assistance.

(b) For-profit Ultimate Recipients for
Projects under paragraphs (a)(3), (4),
(5), or (6) of this section.

§4280.22 [Reserved]

§4280.23 Requirements for
from Revolving Loan Fund.

(@) Supplemental contribution. The
Intermediary must establish a Revolv-
ing Loan Fund and contribute an
amount equal to at least 20 percent of
the Grant. The supplemental contribu-
tion must come from Intermediary’s
funds which may not be from other
Federal Grants, unless permitted by
law.

(b) Use of supplemental contribution.
The Intermediary’s contribution will
only be used to make REDG loans and
not other investment purposes. The
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Intermediary’s contribution must re-
main a permanent part of the Revolv-
ing Loan Fund until the Fund is termi-
nated.

(c) REDG Zero-Interest Loan Require-
ments. The Fund is made up of Rural
Development and Intermediary con-
tributions and must be loaned in ac-
cordance with one of the following 2
options:

(1) The contribution may be used to
fund the same Project that Rural De-
velopment is funding. The interest rate
on that portion of the financing using
Rural Development funds will be at
zero percent. The interest rate on that
portion of the financing using the
Intermediary’s contribution may be
greater than zero percent but must be
less than, or equal to, the prevailing
prime rate. Using this option, loan se-
curity and recovery of loan losses must
provide for the pro rata recovery and
distribution between the Intermediary
and Rural Development based on the
respective amounts of each contribu-
tion to the total loan amount for the
Project.

(2) The Intermediary’s contribution
may be used to fund Projects separate
from the Project financed with Rural
Development funds, provided that the
Project is eligible in accordance with
§4280.21.

(3) Whether the Intermediary chooses
the option under paragraph (c)(1) or
paragraph (c)(2) of this section, its con-
tribution must be used to fund an eligi-
ble Project within 3 years from the
date of the Grant agreement. If the
Intermediary fails to use its contribu-
tion within this 3-year period, Rural
Development will terminate the Grant.

(d) Intermediary’s supplemental funds.
Once revolved, monies from the Fund
may be loaned at an interest rate
called for in the Revolving Loan Fund
Plan, not to exceed the prevailing
prime rate.

(e) Eligible purposes only. Until the
total amount in the Fund has been
loaned, all loans must be made for eli-
gible purposes as stated in §4280.21.
After the Fund has been loaned, in ac-
cordance with §4280.21 of this subpart,
the Intermediary shall make loans to
finance rural economic development
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§4280.24

purposes in accordance with the Re-
volving Loan Fund Plan. All loan re-
payments, including interest earned,
must be deposited into the Fund.

(f) Termination for cause. Rural Devel-
opment will terminate the Fund and
require repayment of the Grant funds
in accordance with 7 CFR parts 3015
and 3019 if Rural Development deter-
mines that the Fund is not being oper-
ated according to the approved Revolv-
ing Loan Fund Plan, this subpart, or
for other good cause determined by
Rural Development, such as question-
able prepayment of initial loans.

(g) All REDG Loans must be made to
Rural Ultimate Recipients.

§4280.24 Revolved funds.

Rural Development and the
Intermediary’s supplemental funds will
be considered revolved after they have
been loaned to Ultimate Recipients and
subsequently repaid. Loans made from
revolved funds will not require prior
approval of Rural Development for
creditworthiness or environmental
clearance purposes. All other Federal
compliance requirements, including
those in this subpart, remain in effect.

§4280.25 Revolving Loan Fund Plan.

Each REDG Intermediary must adopt
a Rural Development-approved plan
that specifies that:

(@) The initial loan made from the
Fund will be at zero percent interest
and have a maximum term of 10 years;

(b) Loans made from loan repay-
ments may carry an interest rate less
than, or equal to, the prevailing prime
rate. The Intermediary determines re-
payment terms and security arrange-
ments on these loans.

(c) Loans made from repayments of
REDG loans must be for eligible Pro-
gram purposes;

(d) The Intermediary is solely respon-
sible for the financial approval of Fund
loans and all other Fund decisions and
actions; and

(e) No changes will be made to a
Rural Development-approved Revolv-
ing Loan Fund Plan without the prior
written approval of Rural Develop-
ment.
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§4280.26 Administration and oper-
ation of the Revolving Loan Fund.

(a) The Intermediary will operate and
administer the Revolving Loan Fund.
The Intermediary may contract with a
third party for administrative services
regarding the Fund. However, the
Intermediary must permanently retain
all Project review, approval, and moni-
toring authority and responsibility.
This authority and responsibility can-
not be delegated to any other person or
entity.

(b) Up to 10 percent of Rural Develop-
ment Grant funds may be applied to-
ward operating expenses over the life of
the Fund. Operating expenses include
the costs of administering the Fund
and Technical Assistance provided to
Project owners by Independent Pro-
viders.

(¢) In cases where the Intermediary
uses its supplemental contribution to
the Revolving Loan Fund for a Project
other than the Project that resulted in
the Intermediary being awarded the
Grant, the loan terms must not exceed
10 years and the interest rate must be
less than, or equal to, the prevailing
prime rate.

§4280.27 Ineligible purposes.

Zero-Interest Loans may not be used:

(a) For activities that would ad-
versely affect the environment, or ac-
tivities that limit the choice of reason-
able alternatives prior to satisfying
Rural Development environmental re-
quirements;

(b) To pay off or refinance any exist-
ing indebtedness or costs of the Project
that were incurred prior to Rural De-
velopment receipt of the
Intermediary’s completed application;

(c) For any electric or telecommuni-
cations purpose or for the
Intermediary’s electric or tele-
communications operations, for affili-
ated operations of the Intermediary, or
for the benefit of other Intermediaries
or their affiliated operations, except
those purposes contained in §4280.15(f);

(d) To pay the salaries of any em-
ployee or owner of the Intermediary,
its subsidiaries, or affiliates, except for
salaries incurred in administering a
Revolving Loan Fund established under
the REDG Program;
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